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Ecuadoran Stand-By Arrangement with the Fund 


The International Monetary Fund has entered into a 
stand-by arrangement that authorizes the Government 
of Ecuador to draw, during the next 12 months, up to 
$10 million in currencies held by the Fund. 


The Ecuadoran Government, whose foreign exchange 
reserves have declined during recent months, has 
adopted a comprehensive program to improve its inter- 
national payments position. Governmental activities are 
to be financed by noninflationary means, and the vol- 


ume of bank credit is to be confined to a level com- 
patible with internal and external stability. The role of 
the free market in Ecuador’s exchange system has been 
reduced by substituting official rates of exchange for 
all trade transactions which formerly took place in the 
free market. The Government plans to eliminate its 
bilateral payments arrangements at an early date. 
Source: International Monetary Fund, Press Release, 
Washington, D.C., June 7, 1961. 


ECOSOC Commission on International Commodity Trade 


The UN Economic and Social Council’s Commission 
on International Commodity Trade held its ninth ses- 
sion at UN headquarters in New York from May | to 12. 
The Commission reviewed current conditions in com- 
modity markets and considered further the subject of 
compensatory financing of short-term fluctuations in 
the export receipts of primary producing countries. 

The review of the commodity situation, based on a 
survey prepared by a special working group, showed 
that output, consumption, and trade in primary products 
had further increased in 1960, compared with the previ- 
ous year. But the imbalance between demand and 
supply which has prevailed in primary product markets 
for some time—surpluses of a number of commodities 
and unused capacity for others—became increasingly 
apparent during 1960. A number of factors, varying for 
different products, are held responsible for the imbal- 
ance; these include agricultural price supports, advances 
in agricultural productivity, technological changes in 
industry, and a steadily rising substitution of synthetics 
for natural materials. Prices for primary products, after 
an upturn during 1959 and little change in the first 
half of 1960, resumed their downward trend in the 
second half, while prices for manufactured goods 
remained at the high level reached early in 1960. The 
resulting deterioration in the terms of trade had adverse 
effects on the financing of economic development, which 
were repeatedly stressed. 


Discussions of compensatory financing centered 
around the suggestions made in the report, “Inter- 
national Compensation for Fluctuations in Commodity 
Trade,” prepared by a group of experts (see this 
News Survey, Vol. XIII, p. 105). The Commission 
was impressed by the magnitude of export variations, 
and there was general agreement that some action which 


would reduce the impact of these variations on the 
economies of primary producing countries was desir- 
able. Compensation should be confined to temporary 
shortfalls, but it was admittedly often difficult to 
distinguish between temporary fluctuations and trend 
movements. The experts had focused attention on 
fluctuations in total export receipts; one member of the 
Commission suggested, however, that consideration 
should also be given to a commodity-by-commodity 
approach, which has certain advantages. 

The Commission concurred with the suggestion of 
the experts that increased and more routine use should 
be made of the International Monetary Fund’s resources. 
Some countries favored greater automaticity in making 
resources available in the event of export fluctuations; 
others held the view that there was scope for expanded 
recourse to the Fund without any basic alteration in 
its practices. 

The insurance scheme proposed by the experts was 
discussed in general terms. It was agreed that, to make 
the scheme workable, substantial support by the indus- 
trially developed countries would be required. However, 
many technical details of the proposals needed further 
examination, and it was decided to resume discussion 
of the proposals and of the whole question of compen- 
satory financing at the next session of the Commission. 
The Secretary-General of the United Nations was asked 
to prepare a study on the subject for the use of the 
Commission. 


The tenth session is to be held in Rome in May 1962, 
following a joint meeting of the Commission with the 
Committee on Commodity Problems of the Food and 
Agriculture Organization. 


Sources: United Nations, Press Releases, New York. 


N.Y., May 1-12, 1961. 
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Europe 
Further Liberalization of U.K. Trade 


The Board of Trade has announced that, in further- 
ance of the United Kingdom's policy of liberalizing 
trade, controls will be removed from August 1, 1961 on 
imports of canned fruit, wine, beer, and gin from the 
dollar area. Since the end of World War II, quota 
restrictions have been maintained on all imports of 
canned fruit from dollar sources (the quota for 1961 
was £4.2 million); these will be removed from all 
canned fruit except canned apples (imports of which 
from all non-sterling controlled) and 
canned citrus products. The only remaining control on 
alcoholic drinks will be that on imports of rum; this 
measure is an important protection for the West Indian 
product 


sources are 


Source: The Times, London, England, May 31, 1961. 


Scandinavian Woodpulp Prices 


Prices for a substantial part of Scandinavian pulp 
exports may be lower in the third quarter of this year, 
as the result of a decision just taken by the exporting 
mills to give discounts of 3 per cent on bleached sulphite 
pulp, 2 per cent on bleached sulphate pulp, and 1 per 
cent on unbleached sulphite pulp. Other prices will 
not be changed. 

The mills appear to be uncertain about the course 
of demand in the second half of the year. The immedi- 
ate stimulus to price reductions is the supply of 
cheaper U.S. and Canadian pulp coming on the Euro- 
pean market, although it is believed that the discounts 
will not bring Scandinavian prices down to those of 
some U.S. suppliers. However, some paper buyers—in 
the United Kingdom, for example—may be holding 
back to see the effect of the tariff cuts that are due at 
the beginning of July, and Scandinavian mill owners 
are therefore reluctant to upset pulp and paper prices 
officially, at least for the next month or two. A revival 
of demand within a few months, not only in Western 
Europe but also in North America, would both lessen 
the price competition and reduce the supply of U.S. and 
Canadian pulp reaching the European market. Official 
prices could then be maintained, and the discounts 
would be withdrawn in the fourth quarter of the year. 
Source: The 


Financial Times, 


June 7, 1961 


London, England, 


Norwegian Views on EFTA Approach to EEC 


Mr. Arne Skaug, Minister of Commerce and Shipping, 
has told the Norwegian Parliament that the seven na- 
tions in the European Free Trade Association (EFTA) 
should discuss and formulate, without delay, a common 
decision on an arrangement with the six nations that 
are joined by the Treaty of Rome. It would be most 


regrettable, he declared, if the EFTA nations were to 
conduct individual negotiations with the European Eco- 
nomic Community (EEC). He stressed that to do so 
would undermine the position of the Association in a 
situation which makes it vitally necessary to maintain 
unity among the EFTA countries. 

The Norwegian Government has for some time been 
exploring the problems that would arise if the United 
Kingdom, after prior consultations with its EFTA part- 
ners, should decide to open formal negotiations for 
affiliation with the EEC. An evaluation of Norway’s 
attitude toward a market arrangement based on the 
Treaty of Rome would have to consider constitutional 
aspects, the interests of domestic industry and com- 
merce, the external economy, and foreign policy. 
If Norway, together with the other EFTA nations, were 
to seek affiliation with the EEC, the Constitution 
would have to be amended to permit membership in a 
supranational organization. 

In the opinion of the Norwegian Government, nego- 
tiations with the EEC, if undertaken, should be con- 
ducted on behalf of all EFTA nations. The objective 
should be to achieve a joint settlement, although the 
arrangements might differ among the various EFTA 
nations. The Nordic Ministers have suggested that any 
talks with the EEC should be held under the auspices 
of the Organization for Economic Cooperation and 
Development, in order to assure participation by the 
United States and Canada. Mr. Skaug said that on his 
recent visit to Washington he received the impression 
that the United States continues to have strong doubts 
about an economic arrangement in Western Europe 
that does not include provisions for political fusion. 

The Minister added that cooperation through the 
EFTA has so far had favorable effects for Norway as 
well as for the other member nations. The conversion 
problems that Norway had good reasons to fear have 
not proved particularly painful. But developments 
toward reaching the EFTA’s main goal, namely, to 
prepare conditions for a solution of the marketing 
problems in Western Europe, have not been very 
encouraging. 

Mr. Skaug concluded with these words: “In the com- 
ing years we should not lose sight of our main goals. 
These are freer world trade, general reduction of tariffs, 
and full utilization of economic resources, not only in 
Europe, but also on a broader Atlantic basis in the 
whole free world.” 


Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., May 25, 1961. 
Interest Rate Policy in Norway 


In a recent debate in Parliament, the Minister of 
Finance of Norway, Mr. Peter Jacob Bjerve, discussed 
interest rate policy and stated that the Government 
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does not believe that the discount rate should be changed 
in the present situation, even though there is a certain 
pressure of demand. The Norwegian capital market is 
so constructed that a change in the discount rate would 
affect the entire interest rate structure. Through mutual 
agreements between the larger banks, the lending rates 
for the most important short-term loans have been 
pegged to the discount rate of the Bank of Norway. 
Also, the interest rates for many of the long-term bond 
loans are tied to the discount rate, and a change in 
that rate would very likely affect long-term lending by 
the banks, i.e., mortgage loans and bond loans. In such 
a situation, a change in the discount rate should be 
used as an economic measure only when the desire is 
to change long-term interest rates, with account taken 
of the effects on construction costs of power stations, 
housing, industrial plants, etc. It is the view of the 
Government that, to correct short-term business cycle 
fluctuations, other measures, within the framework of 
the credit agreement between the Bank of Norway and 
the credit institutions, should be taken. 

Source: Norges Handels og Sjefartstidende, Oslo, Nor- 

way, June 6, 1961. 


Consumer Credit in Sweden 


In order to limit the expansion of credit, the two 
large credit card organizations in Sweden, Shopping- 
konto and Képkort, have decided not to issue any 
new credit cards. The decision was taken as a result of 
the credit tightening introduced by the Sveriges Riks- 
bank (see this News Survey, Vol. XIII, p. 155); it is 
hoped that the measure will be temporary. 
Source: Svenska Dagbladet, Stockholm, 

June 4, 1961. 


Sweden, 


National Income of Belgium 

As economic activity in Belgium increased fairly 
sharply in 1960, net national income rose by 6 per cent, 
to BF 417 billion ($8,340 million), according to calcu- 
lations of Professor Baudhuin of the University of 
Louvain. In the recession year 1959, national income 
had fallen to BF 392 billion (the same as in 1957), 
from BF 399 billion in 1958. The cost of living index 
remained stable in 1960. 

The 1960 expansion was stronger during the first 
half of the year than in the second half, when the index 
of industrial production declined slightly and economic 
activity in general was affected by the events in the 
Republic of the Congo. The fears then expressed that 
the upward trend might not continue were, however, 
dispelled by developments in the first quarter of 1961, 
when the industrial production index advanced; at the 
end of March 1961, it was 144.8 (1953 = 100), 
against 138 a year earlier. 

Income from wages and salaries in 1960 rose by 


269 billion—an increase 
slightly less than that for total national income. Income 
from industry, trade, and agriculture, which had de- 
creased from BF 105 billion in 1958 to BF 101 billion 
in 1959, rose to BF 108 billion in 1960. For agricul- 
tural income, however, the increase was only 4 per 
cent, to BF 25.5 billion; although agricultural output 
exceeded that in 1959, there was a fall in prices. 
Income from industry increased by 10 per cent, to 
BF 33 billion, and income from trade by 7 per cent, to 
BF 50 billion. Total investment income rose by 6 per 
cent, to BF 68.5 billion, following two years of little 
change. Income from dividends rose slightly, to 
BF 24 billion. The distribution of national income 
remained similar to that in recent years. The ratio of 
income from wages and salaries to national income 
dropped from 60.7 per cent in 1959 to 60.4 per cent 
in 1960; however, it remained higher than in some 
previous years, notably 1957, when it was 59 per cent. 


about 5 per cent, to BF 


Source: Agence Economique et Financiére, Brussels, 
Belgium, May 18, 1961. 


Middle East and Africa 


Financial Aid for Pakistan's Second Five-Year Plan 


The Consortium of Governments and Institutions 
interested in development assistance to Pakistan met in 
Washington from June 5 to June 7, to discuss further 
aid for Pakistan during the period of its Second Five- 
Year Plan, which began on July 1, 1960. The meeting 
was attended by representatives of the Governments of 
Canada, the Federal Republic of Germany, Japan, the 
United Kingdom, and the United States, and by repre- 
sentatives of the International Bank for Reconstruction 
and Development and the International Development 
Association. France joined the Consortium as a member 
during the meeting. The International Monetary Fund 
and the Governments of Denmark, Norway, and Sweden 
sent observers. 


The Consortium noted the successful efforts of the 
Government of Pakistan to create conditions in the 
country favorable to economic development and to 
harness the energies of the people of Pakistan to this 
task. The members were particularly encouraged by the 
fact that the Government has been able to do this and 
at the same time remove many administrative controls 
over the economy and avoid inflation. They recognized 
that the ability of the Government to maintain these 
policies, while continuing its development efforts, would 
depend among other things on an uninterrupted flow 
of assistance from abroad. 


Aid totaling about $230 million has already been 
committed for the Plan by members of the Consortium. 
At the meeting just concluded, the members undertook 
to commit additional funds, amounting to $320 million, 
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during the second year of the Plan, which begins on 
July 1, 1961 combined commitments of 
$550 million should enable Pakistan to pay for essential 
imports required to maintain the economy during 
the coming year and to sustain the momentum of 


These 


development. 

The Consortium felt it appropriate at this meeting 
to concentrate on the provision of aid for the fiscal 
year 1961-62, since the Pakistan authorities are at 
present engaged in a review of the projects and pro- 
grams contained in the Plan, based on more detailed 
engineering and cost studies now available. However, 
the Consortium agreed to hold a meeting later, to con- 
sider Pakistan’s revised development program and to 
decide on the extent and nature of assistance from the 
Consortium for the second and third years of the 
Plan taken together. 

The commitments for the fiscal year 1961-62, sub- 
ject as appropriate to legislative action or other neces- 
sary authorization, which have been agreed by the 
participants in the meeting are shown in the accom- 
panying table 


Additional 
Commitments 


Already 
Committed Total 


(million U.S dollars) 


Canada 18.0 19.8 37.8 
France 10.0 10.0 
Germany 25.0 37.5 62.5 
Japan 20.0 20.0 40.0 
United Kingdom 19.6 22.4 42.0 
United States 150.0 129.6 279.6 
IBRD and IDA 77.4 77.4 


Total 320.0 229.3 549.3 
In addition to these commitments, the United States 
has undertaken to assist Pakistan’s Second Plan by 
making available $101 million worth of surplus com- 
modities; an agreement for further assistance of this 
kind is currently being discussed by the two Govern- 
ments. Pakistan is also receiving grants of wheat from 
Canada 
In deciding the form and terms of the new aid to be 
extended, members of the Consortium gave special 
consideration to the need to add as little as possible to 
Pakistan’s repayment obligations in foreign exchange. 
They reaffirmed their continuing interest in Pakistan’s 
economic development and agreed that, in addition to 
another meeting in 1961-62, they would meet from 
time to time to review the progress of the Second Plan 
and to consider Pakistan’s further financial require- 
ments for the Plan. 
Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
June 1961 


Cereal Production in the Syrian Region of the U.A.R. 

After three years of drought and low agricultural 
production, especially of cereals, the 1961 cereal crops 
in the Syrian Region of the United Arab Republic 


appear satisfactory. According to provisional figures 
issued by the Ministry of Agriculture, wheat production 
this year is estimated at 930,000 tons, compared 
with 553,000 tons in 1960 and the record crop of 
1,350,000 tons in 1957, and barley production is esti- 
mated at 448,000 tons, compared with 157,000 tons in 
1960 and 720,000 tons in 1957. The Ministry of 
Economy has decided to permit the export of 
150,000 tons of grain from its stocks, in expectation 
of the better harvest. 


Source: Middle East Economic Digest, London, Eng- 
land, May 26, 1961. 


Cotton Export Trade of the Egyptian Region of the U.A.R. 
The state-owned Misr Organization (based on the 
nationalized Misr Bank and its investments in the 
Misr group of companies) is to assume control of the 
raw cotton export trade of the Egyptian Region of the 
United Arab Republic. The Organization will purchase 
a 35 per cent interest in the larger cotton export firms, 
after evaluation of their assets. It has been reported that 
the Misr Organization has already signed contracts 
with 18 cotton exporting companies and that another 
6 are being negotiated. 
Source: Middle East Economic Digest, London, Eng- 
land, May 26, 1961. 


IBRD and IDA Financing in the Sudan 


The World Bank and the International Development 
Association (IDA) have joined in making available to 
the Republic of the Sudan the equivalent of $32.5 mil- 
lion to help in financing the construction of the Roseires 
Dam on the Blue Nile. The Bank is making a loan of 
$19.5 million, and the IDA is extending a development 
credit of $13 million. 

The Government of the Federal Republic of Germany 
also intends to contribute toward the foreign exchange 
cost of the Roseires Dam through a long-term loan, 
equivalent to $19 million, by the Kreditanstalt fiir 
Wiederaufbau. It is expected that this loan will be 
signed shortly. 

The World Bank loan is for 25 years and bears 
interest at 534 per cent per annum, including the 1 pe: 
cent commission which is allocated to the Bank’s 
Special Reserve. Amortization will begin in July 1968. 

The IDA credit is for 50 years and is interest free. 
It is repayable in foreign exchange, amortization to 
begin after a 10-year period of grace; thus the first 
payment will be due in July 1971. Thereafter, 1 per cent 
of the principal amount will be repayable annually for 
10 years and 3 per cent in each of the final 30 years. 
A service charge of % of 1 per cent annually on the 
amounts drawn and outstanding will be made to meet 
the Association’s administrative costs. This is the sec- 
ond credit to be extended by the IDA, and its terms are 
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similar to those of the first, a credit of $9 million to 
Honduras for road development, announced in May 
(see this News Survey, Vol. XIII, p. 147). 

Agricultural products—chiefly long-staple cotton— 
earn virtually all of the export income of the Sudan. 
The most productive parts of the country’s cultivated 
land are the irrigated areas along the Blue and White 
Nile. Expansion of crop production under irrigation has 
been limited, however, by the shortage of water during 
the long season of low river flow, lasting from about Jan- 
uary 1 to July 15. In November 1959, an agreement 
on the division of the Nile waters was reached between 
the Sudan and the United Arab Republic. This agree- 
ment (which also sets up a mechanism for dealing with 
claims of other riparian countries) provides for storage 
of water by a dam at Roseires. Construction of the 
dam is expected to take 7 years, partly because work 
must be interrupted for 4 months each year during the 
flood season. While the dam is under construction, the 
Sudanese Government will intensify a program of agri- 
cultural research, already begun, to determine which 
additional crops would give the greatest economic 
return and which techniques would be best for produc- 
ing them. When the water from Roseires becomes 
available, it is intended to introduce these new crops 
into the pattern of production as now practiced. 

The dam, with its associated preliminary works, is 
expected to cost about $89 million, including more 
than $56 million in foreign exchange. The Government 
of the Sudan will meet from its own resources the costs 
not covered by the financing indicated above. 

The World Bank has now lent a total of $74 million 

to the Sudan. In addition to a loan of $15.5 million for 
the Managil Extension, it lent $39 million in July 1958 
for the development of the Sudan Railways. 
Sources: International Bank for Reconstruction and 
Development and International Development 
Association, Press Releases, 
D.C., June 14, 1961. 


Washington, 


Far East and Australasia 
IBRD Loan to Ceylon 


The World Bank on June 6 made a loan equivalent 
to $15 million to Ceylon for the purpose of adding 
75,000 kilowatts to the country’s electric generating 
capacity and extending the distribution of electric 
power in western Ceylon. The loan is for a term of 
25 years and bears interest at 534 per cent per annum, 
including the 1 per cent commission which is allocated 
to the Bank’s Special Reserve. Amortization will begin 
on November 15, 1964. 

Six commercial banks are participating in the loan, 
without the World Bank’s guarantee, for a total amount 
of $1.1 million, representing the first five maturities, 


which fall due between November 15, 1964 and 
November 15, 1966. The participating banks are 
The Chartered Bank, New York Agency; The Hong- 
kong and Shanghai Banking Corporation, New York 
Agency; Mercantile Bank, Limited, London; Manufac- 
turers Trust Company, New York; Bank of America 
National Trust and Savings Association, San Francisco; 
and Irving Trust Company, New York. The partici- 
pation by the Mercantile Bank is in sterling. 


The projects being financed by this loan include a 
50,000-kilowatt hydroelectric station at Norton Bridge 
on the Kehelgamu River and the addition of a second 
25,000-kilowatt generating unit at the Grandpass 
thermal station near Colombo. Transmission lines will 
be extended 95 miles southward to Galle, the third 
largest town in Ceylon, and will be extended 50 miles 
further north, from Bolowatta to Puttalam on the west 
coast. About 200 miles of low voltage transmission lines 
and 200 substations will also be built in the area. 


This is the third loan that the Bank has made in 
Ceylon. All have been for the purpose of developing 
the electric power system of the Department of Govern- 
mental Electrical Undertakings (DGEU). The first 
loan, amounting to $19.11 million (later reduced to 
$16.5 million), was made in 1954 (see this News 
Survey, Vol. V1, p. 397), and the second, amounting 
to $7.4 million, in 1958 (see this News 
Vol. XI, p. 25). 


Survey, 


The total cost of the projects being built with Bank 
assistance is estimated at the equivalent of $32.5 mil- 
lion. The Bank loan will cover the foreign exchange 
requirements; the local currency costs will be met from 
government contributions and the earnings of the 
DGEU. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
June 6, 1961. 


Singapore's Development Plan 


A four-year development plan for Singapore was 
introduced in the Legislative Assembly on April 2, 
1961 by the Minister of Finance; it supersedes estimates 
given in connection with the 1961 budget (see this 
News Survey, Vol. XIII, p. 39). The main objective of 
the plan is to utilize the resources at the disposal of 
the Government and public authorities in such a way 
as to contribute to increasing employment for those 
who will be entering the labor market each year. How- 
ever, it is recognized that, owing to Singapore’s great 
dependence on international trade, a large part of future 
industrialization will have to be left to private enter- 
prise, both local and foreign, and that a large part of the 
expenditure will be on improving the basic foundation 
of the Singapore economy. 
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About 1.6 million people now live on the island, 
which has a total area of 224.5 square miles. The rate 
of increase of the population is the highest in the world; 
in 1947-57 it averaged 4.3 per cent per annum. The 
increase in the economically active population during 
1961-64 is estimated at 52,000, and there appears to 
be an increasing problem of unemployment, caused not 
only by the natural increase in population but also by 
the migration surplus from the Federation of Malaya. 
In 1959, 46,000 persons were unemployed, compared 
with 24,000 two years earlier. 

Total expenditure under the development plan is set 
at M$871 million (US$290 million), rather evenly 
spaced over the four years 1961-64 (in the six years 
1955-60, M$550 million was spent on development). 
For the period 1961-64, M$337 million is earmarked 
for the development of industry and commerce, largely 
on such projects as electricity, water, and gas supplies; 
M$117 million will be spent on improving transport 
facilities and communications; and M$53_ million 
will be spent on land development. The remaining 
M$363 million will be utilized for social development. 
Housing alone accounts for M$154 million. It is esti- 
mated that about 10,000 new dwellings will be required 
each year to house the increase in population; when 
account is taken of existing housing deficiencies and 
slum clearance programs, about 14,000 dwellings a 
year should be built. Private enterprise is expected to 
provide not more than 2,250 dwellings a year and 
nongovernmental authorities about 250 dwellings, leav- 
ing some 11,500 dwellings a year to be provided by the 
Housing and Development Board. 

The share of education is M$94 million. At the 
present rate of population increase, the school-going 
population is expected to increase from 341,500 in 
1960 to 475,190 in 1964; to meet this increase, the 
plan provides for the building of 31 primary schools, 
27 vocational /commercial schools, and 18 grammar 
technical schools, and also the recruitment and training 
of 4,280 new teachers. 

Health services, with an allocation of M$36 million, 
constitute the third major group within social develop- 
ment. With five hospitals now in operation providing a 
total of 2,113 beds, the immediate need is estimated to 
be 5,000 additional beds, and a further 250 new beds 
will be needed each year. In addition, the number of 
public dispensaries, 23 at present, is scheduled to be 
increased by 18 clinics, to raise their capacity from 
5,000 patients a day to the 13,750 patients that it is 
estimated will be requiring treatment by 1964. 

Of the total financing requirements of the plan, 
M$591 million is expected to be provided from domes- 
tic resources, i.e., revenue surpluses (M$116 million), 
realization of assets (M$245 million), and loans 
(M$230 million); the remaining M$280 million is 


PUBLICATIONS OF THE INTERNATIONAL MONETARY FUND 
Staff Papers 


Vol. VIII, No. 2, May 1961 


CONTENTS 


Professor Triffin on International Liquidity and 
the Role of the Fund Oscar L. Altman 
A Brief for the Defense Robert Triffin 
An Exchange-Market Analysis of the U.S. 
Balance of Payments Walter R. Gardner 
Some Mathematical Notes on the Quantity 
Theory of Money in an Open Economy 
Money Supply and Imports 
J. Marcus Fleming and Lorette Boissonneault 
Relative Growth of Exports of Manufactures of 
United States and Other Industrial Countries 
Anne Romanis 
Recent Progress in Latin America Toward 
Eliminating Exchange Restrictions..__.F. d’A. Collings 
The Fund Agreement in the Courts—VI Joseph Gold 


Three numbers constitute a volume, but not all num- 
bers are necessarily issued within one calendar year. 
Volume I, the first and third numbers of Volume II, the 
first and second numbers of Volume III, and the third 
number of Volume V are out of print and no copies are 
available. All numbers of Volumes IV, VI, and VII are 
available- at a subscription rate of $3.50 a volume; 
single numbers may be purchased for $1.50. 

Beginning with Volume VIII, the subscription price 


is $6.00 a volume; single numbers may be purchased 
for $2.50. 


S. J. Prais 


Balance of Payments Yearbook 


Volume 13 of the Balance of Payments Yearbook 
series is being published monthly, beginning in June 1961, 
in loose-leaf form. It will contain basic statistics, with 
explanatory notes, for the years 1956-60 and will 
provide a comprehensive record of the international 
transactions of some 75 countries. For the majority of 
countries, regional details of the basic data for 1960 
will be shown; figures for the first halves of 1960 and 
1961 will be given for the countries that report such 
data. In addition, Volume 13 will contain summary state- 
ments for the individual countries, expressed in U.S. dol- 
lars and covering several years. The analytic material in 
Volume 12 and earlier volumes will be brought to date, 
and new analytic statements will be added. The last 
loose-leaf sections will probably be issued in May 1962. 

Volume 13 will introduce a new form of basic presen- 
tation designed to make the statistics more readily usable 
for balance of payments analysis and to increase their 
comparability with national account and sector finance 
statistics. Since Volume 12 also covers data for 1956-59, 
a comparison of the figures for these four years in the 
new and old forms of presentation may easily be made. 
The provisional statements providing the latest data avail- 
able will be continued as a feature of this Yearbook. 

For Volumes 12 and 13, the subscription price is 
$7.50 a volume; a binder for filing the loose-leaf sections 
may be purchased for $3.50. 


‘ 


Subscriptions are quoted in U.S. dollars; schedules of 
the equivalents in other currencies will be furnished 
on request 


Address orders to 
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scheduled to be met through U.K. Exchequer loans 
(M$171 million) and grants (M$9 million) and by 
World Bank and other loans (M$100 million). 


Source: Central Office of Information, Commonwealth 
Survey, London, England, May 9, 1961. 


Encouragement of Manufacturing Production in Korea 


The Ministry of Commerce and Industry of Korea 
announced on May 29 that all manufacturing enter- 
prises in the country will be requested to file, with the 
authorities, reports on their products. On the basis of 
such repor s, and with consideration given to quality, 
prices, and the domestic requirements for these prod- 
ucts, certain incentives to production and/or protection 
from foreign competition may be granted. Beginning 
with the foreign trade program for the second half of 
the calendar year 1961, imports of goods that can be 
produced domestically may be discontinued. However, 
imports will be permitted of goods that cannot be 
manufactured domestically or cannot be produced in 
sufficiently great quantities. 


Source: Dong-A Il Bo, Seoul, Korea, May 30, 1961. 


Japan's Overseas Loans and Investments 


According to the Ministry of Finance, the outstanding 
balance of Japan’s overseas loans and investments at 
the end of March 1961 totaled $693 million, excluding 
subscriptions to international organizations. The in- 
crease during the fiscal year ended March was $278 mil- 
lion, the largest ever recorded. In addition, at the end 
of March the amount committed but not utilized was 
$764 million, excluding the sums provided for under 
the economic cooperation programs with the Philippines, 
Indonesia, and Burma. 

Of the total of $693 million, $261 million comprised 
direct investments and $432 million deferred payments 
for exports. By area, Southeast Asia and Central and 
South America each accounted for about $200 million, 
the Middle and Near East about $120 million, and 
other areas about $170 million. 

Sources: Nihon Keizai Shimbun, May 2, 1961, and 
Bank of Tokyo, Weekly Review, May 15, 
1961, Tokyo, Japan. 


Relaxation of Credit in the Philippines 


Further measures to ease credit conditions have been 
taken by the Monetary Board of the Central Bank 
of the Philippines (for earlier measures, see this News 


Survey, Vol. XIII, p. 166). First, commercial banks 
are permitted to borrow from the Central Bank against 
utilized overdraft lines; this step probably has been 
taken because commercial banks do not have much 
rediscountable paper at present. Second, in order to 
improve their liquidity position, the commercial banks 
are permitted to use exchange margin collections for 


120 days before turning them over to the Central Bank; 
these collections now amount to about P 20 million a 
month. Third, loans for housebuilding are now included 
in Priority | of the Central Bank’s selective credit 
priority system, instead of, as hitherto, in Priority IV, 
where they were subject to portfolio ceilings. Governor 
Castillo of the Central Bank is reported to have said 
that, unless commercial banks can increase their capital 
accounts, they will not be able to make full use of the 
new facilities, since the General Banking Act requires 
banks to maintain their capital accounts unimpaired 
at 15 per cent of their risk assets. 

The Monetary Board also has authorized the issue of 
bonds, to be sold to commercial banks, for the 
P 400 million public works program approved by the 
Congress; at least P 300 million of the program is to be 
financed through public borrowing. 

Source: Philippine Association, Philippine Newsletter, 
New York, N.Y., June 2, 1961. 


New Zealand Import Restrictions 


Following the tightening of import controls last 
April (see this News Survey, Vol. XIII, p. 119), the 
New Zealand Government announced on May 9 its 
decision to make import licenses that have been issued 
for the calendar year 1961 valid for 15 months or 
longer, i.e., to March 31, 1962, or even to June 30, 
1962. The move has the effect of decreasing imports 
without actually withdrawing licenses already issued, 
which would force importers to break contracts. It is 
estimated that the extension of the importing year 
by 3 months, if applied to all private imports, will 
mean a decrease of at least £NZ 60 million in foreign 
exchange expenditure; but as some form of supple- 
mentary license will have to be issued for essential 
goods, the actual decrease will be correspondingly less. 

Despite the restrictions on imports necessitated by 
the sharp decline in overseas funds, the Government is 
trying to ease the scarcity of new cars in the country, 
and on June 9 the Minister of Customs announced two 
schemes which would permit imports of 4,600 cars in 
the next 12 months. Under a liberalized permit system, 
“non-remittance” licenses will be issued for 1,000 cars, 
for which payment would be made from private over- 
seas funds of specified classes. A further 3,600 cars will 
be obtained under what is termed a “production incen- 
tive scheme.” Under this scheme, motor assembly com- 
panies have undertaken to increase the New Zealand 
content of cars by 10 per cent in labor and parts and 
the Government will increase the basic allocation of 
licenses; this will make it possible to bring in more 
cars without much greater use of foreign exchange. 
Sources: New Zealand Herald, May 10, 1961, Auck- 

land, New Zealand; The Times, London, 
England, June 10, 1961. 
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Western Hemisphere 
U.S. Plant and Equipment Expenditures 


Capital outlays for plant and equipment in the 
United States in the third quarter of 1961 are expected 
to be at a seasonally adjusted annual rate of $34.6 bil- 
lion, according to the quarterly government survey of 
business plans conducted in late April and May. 
Actual expenditures in the first quarter were at an 
annual rate of $33.8 billion; they were somewhat 
lower than had been estimated earlier, partly as a 
result of adverse weather conditions. Estimates for the 
second quarter are unchanged from the March survey, 
which indicated a rate of $33.9 billion. 

According to the recent survey, as well as the earlier 
survey, capital outlays are expected to rise in the second 
half of 1961. Virtually all major industries expect an 
improvement over the average for the first half of the 
year, with nondurable goods manufacturing and public 
utilities showing the most marked increases. For the 
full year, expected outlays, at $34.5 billion, would be 
3 per cent lower than in 1960. 

Source: Department of Commerce, 
Washington, D.C., June 9, 


Press 
1961. 


Release, 


Rehabilitation Program for Bolivian Mines 

Representatives of the United States, the Federal 
Republic of Germany, and the Inter-American Devel- 
opment Bank (IDB) have reached agreement to lend 
$11.25 million to Bolivia for the first stage in the 
rehabilitation of the Corporacién Minera de Bolivia 
(Comibol). The IDB will lend Comibol $4 million. 
[he Federal Republic of Germany will make available 
DM 15 million ($3.75 million). These funds will be 
advanced by the Kreditanstalt fiir Wiederaufbau to the 
IDB in tranches as agreed between the two institutions, 
and will be made available to Comibol pursuant to a 
loan agreement in which the IDB will act both for 
itself and as financial agent for the Federal Republic. 
Phe United States has already signed an agreement with 
the Government of Bolivia to lend $3.5 million for 
Comibol, and procurement has begun with respect to 
these funds. This loan is part of $10 million which 


the United States has committed for the mining industry 
of Bolivia (see this News Survey, Vol. XIII, p. 48). 


Immediate action is being taken to establish, in 
cooperation with Comibol and under the aegis of the 
IDB, an expert technical group, advisory to manage- 
ment. Pending the formation of this group, the German 
firm of Salzgitter, which has already made a technical 
study of the mines, under contract with the Bolivian 
Government, is acting in an advisory capacity. 

The IDB loan, which is subject to the approval of 
the Bank’s Board of Directors, would be the second 
extended by the IDB to Bolivia; approval was an- 


nounced in February 1961 of a loan of $10 million for 
various development projects (see this News Survey, 


Vol. XIII, p. 63). 


Source: Inter-American Development Bank, Press Re- 
Washington, D. C., June 11, 1961. 


lease, 


Corrigendum 


Vol. XIII, No. 21, June 2, 1961, page 167, item 
‘“Mexico’s Agricultural Production in 1960”: The fifth 
sentence of the first paragraph should read, “Mainly 
as a result...reduced the value of the crop from 


Mex$1.17 billion in 1959 to Mex$1 billion in 1960.” 
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